budget cycle in a far better position than it has in previous years. The state's unemployment rate is lower than in previous cycles, and steadily increasing revenues have led to higher levels of state spending. Democrats have unified control of the state's governing institutions, and Governor Jerry Brown enjoys wide popularity. Therefore, the major story this year is not budget cuts, but rather an intraparty struggle over spending priorities. While legislative Democrats favor additional funding for social programs cut during the recession, Governor Brown is sticking to his frugal and prudent course. Fearing another downturn, Brown wants to bolster the state's rainy-day fund, while many legislative liberals argue that the rain has never stopped for California's poor.
Source: U.S. Bureau of Labor Statistics.
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14 Despite this dramatic improvement, the lingering effects of unemployment and underemployment continue to be a major issue in the state. Figure 2 depicts the California and national unemployment rates from January 2014 through January 2016.
The California Budget Process
Budget-making in California is a constant and ongoing process. Throughout the year, numerous state agencies are analyzing how much revenue the state is raising (or projected to raise) through taxes and fees, and how that revenue can be allocated to meet the state's numerous financial obligations.
The kick-off to budget season is the governor's January budget proposal, which must be submitted to the legislature by January 10 of each year, for the fiscal year beginning July 1. Once submitted to the legislature, the proposed budget is referred to the Legislative Analyst's Office (LAO) for review. Similar to the Congressional Budget Office, the LAO is tasked with presenting the legislature with independent, objective, and nonpartisan analysis of the state budget. LAO budget analysts craft a detailed report on the governor's budget, and will frequently highlight areas of either inadequate or excessive spending in various departments, as well as highlighting changes from the previous year's budget. From there, the action shifts to the Assembly Budget and Senate Budget and Fiscal Review Committees, before proceeding to the Assembly and Senate floors for consideration. In May, the Department of Finance issues a revision to the governor's budget numbers (known as the "May Revise") based on updated economic forecasts and revenue projections. The legislature uses these updated figures in crafting its final budget.
Since the adoption of Proposition 25 in 2010, budgets without tax increases require only a simple majority of both houses (41 in the Assembly and 21 in the Senate) to pass, as opposed to a previously required two-thirds vote. Tax increases still require a two-thirds vote of each chamber for passage (54 in the Assembly and 27 in the Senate). If approved, the budget is sent to the governor for his signature.
At that point, the governor may choose to exercise his line-item veto authority. The governor is not allowed to zero-out funding for agencies or programs mandated by law, but is allowed to zero-out other appropriations and to reduce spending levels across the board. However, the governor is not empowered to increase spending on any line item. Line-item vetoes-like regular vetoes-can be overridden by a two-thirds vote of both houses of the legislature; however, this is extremely rare. The last legislative veto override of a governor was in 1979 (coincidentally, Jerry Brown was serving his first stint in office), and it is unclear if the legislature has ever overwritten a gubernatorial budget veto before.
The California Constitution requires the legislature to adopt a budget by June 15, and the governor to affirm his signature by July 1, which is the beginning of the new fiscal year. While this deadline has rarely been met in previous years, owing to the lack of a constitutional enforcement mechanism, Proposition 25 changed the politics. Since 2010, legislators must pass a budget by the constitutionally mandated deadline (that particular budget does not have to later be enacted, a potentially large loophole), or they will forfeit their pay until a budget is passed. Over the past few years, Proposition 25 has proven very effective in ensuring that a new budget is in place by July 1. 
Perennial Obstacles to California Budget-Making
California faces a series of structural and political challenges that tend to make the budget process more difficult than in other states. The perennial obstacles to California budget-making are:
The Balanced Budget Requirement & Boom-and-Bust Budgeting: Like most states, California is constitutionally required to produce a balanced budget every year. However, unlike most states, California is disproportionately reliant upon income tax and capital gains tax revenue to fund its operations. This creates a boom-and-bust cycle giving the state large surpluses when times are good but huge deficits when times are bad. During difficult times, the state is forced to choose between tax increases opposed by Republicans and major spending cuts opposed by Democrats. Both options are politically unpopular.
Supermajority Requirements for Tax Increases: Over the past 60 years, the Democratic Party has dominated the California Legislature. Republicans have only won the majority in the Assembly twice since 1958. In the Senate, Republicans have won the majority only once since 1956, and that election was nearly 45 years ago. Given this history of legislative dominance, one would assume that Democrats have historically been in the driver's seat when it came to crafting budgets. However, since the passage of Proposition 13 in 1978, tax increases have required a twothirds supermajority vote in each house of the legislature in order to pass. This has given the Republican Party tremendous leverage over the budget-making process because they possess an effective veto over tax policy.
Ballot Box Budgeting: Of all the states that employ direct democracy, Californians make use of their initiative, referendum, and recall procedures more than citizens of any other state.
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On any given California ballot, voters can expect to decide the fate of five to fifteen different proposals. Very often, these proposals have significant fiscal impacts. California's reliance upon direct democracy complicates the job of the governor and state legislature in crafting a budget, because certain taxing and spending options are not available to them. For example, Proposition 98 mandates that 40 percent of the state's budget be allocated for K-14 education. Thus, 40 percent of the budget is off-the-table before any budget proposals can be made. This system of "ballot box budgeting" also tends to produce structural deficits for the state, even in the best of times. This is because voters have historically approved new spending measures but rejected new tax increases. However, the voters' approval of Brown's temporary tax increases as Proposition 30 in 2012, and extended those taxes as Proposition 55 in 2016, might have signaled a significant change in the public's attitude. Perhaps the California electorate is becoming more willing to raise taxes for public investments, such as education, after years of harsh budget cuts. Time will tell.
New Legislative Leadership and What It Means to California
California passed Proposition 28 in 2012, revising legislative term limits. Lawmakers can now serve a maximum 12 years in Sacramento, and can serve them in either chamber, or a combination of both. Previously, members were restricted to three two-year terms in the Assembly and two four-year terms in the Senate, generating a never-ending game of political musical chairs. A large freshmen class swept into office in 2014, including almost half of the 80-member 6 Assembly. Most of these members will probably serve their entire legislative career in the Assembly, adding stability to a chamber that had lost much of its power to the governor and the Senate due to term limits and a decline of institutional knowledge.
The Assembly elected a new freshman Speaker in 2016, Anthony Rendon (D-Lakewood), to replace termed-out Toni Atkins (D-San Diego). Coming from a background that included leadership roles with environmental and early childhood services organizations, Rendon acknowledged the massive change Prop 28 will bring to the state. "When voters extended term limits . . . they did so because they believed that they would help the legislature be more thoughtful, more productive, and more deliberative. As a result, the era that has arrived before us is one that's filled with great potential for the state and for this institution," Rendon said, noting he is the first Speaker to serve under the longer limits. "The majority and the leadership of our institution will be represented by folks who are going to be here for some time," Rendon told reporters after the preliminary floor vote in January. 16 Rendon assumed the office in March, and could potentially serve until 2024.
Beating out more liberal Democratic rivals for the position, Rendon's ascension heralds the increasingly important role of moderate, business-friendly Democrats in the Assembly. "As California politics begin to shift back toward the middle," said Assemblywoman Nora Campos (DSan Jose), herself often identified as part of the loose-association of moderate Democrats, "I know that Speaker Rendon will bring us to the point where what matters is not whether the idea is sponsored by a Democrat or a Republican but rather by the substance of the ideas." 17 This notion of a moderate ascendancy in the legislature was heavily challenged, however, throughout the year by a flurry of successful liberal bills succeeding, like gun control, minimum wage increase, and severe tobacco restrictions. "Over the last few weeks, the notion of a moderate Democrat bloc has disappeared on the floor of the state Assembly," said former Assembly Republican leader Kristin Olsen (R-Modesto), at the end of the session in August. "I have yet to see them stand together as a bloc in the last two months and either pass legislation or defeat legislation they believe will be harmful on Californians." Other Republican legislators agreed. "In past years, there's always been one or two major (liberal) bills," said Sen. Joel Anderson (R-San Diego County). "This year was death by 1,000 cuts."
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Whatever the influence of moderate Assembly Democrats on the legislature, Rendon's election also illustrates California's changing political demographics. Both he and Senate President Pro Tem Kevin de León (D-Los Angeles) are Latino. "For the first time in the history of our state, both houses in the California Legislature-in the eighth-largest economy in the world-will be led by two Latino Americans," Assemblyman Luis Alejo (D-Watsonville), chair of the California Latino Legislative Caucus, told the Assembly as the chamber voted in Rendon as Speaker.
19
Both legislative leaders also come from Los Angeles County, breaking an unwritten rule where one represents southern California, while the other represents northern California.
7

The Big Four and the 2015-2016 Budget
When it comes to expenditures, the "Big Four" in California are K-12 education, health and human services, higher education, and corrections. Despite the public perception of widespread waste in California government, these four fundamental categories of state services account for nearly 90 percent of all state General Fund spending. In the previous FY 2015-2016 budget, K-12 education accounted for 42.8 percent, health and human services 27.6 percent, higher education 12.3 percent, and corrections 8.7 percent (see Figure 3) . 
Brown Introduces the 2016-2017 Budget
In early January 2016, Governor Jerry Brown introduced his $170.7 billion state budget ($122.6 billion General Fund), with modest increases in state services, but significant revenue tucked away into California's new rainy-day fund. A more substantial emergency fund than the state has seen in several decades, it was negotiated by Brown and the legislature and then ratified by voters in 2014. The governor's proposed plan would add $2 billion more to the fund than required, $3.5 billion in total. The governor told reporters he was preparing the state's fiscal solvency for an eventual economic downturn. "If you don't remember anything else, just remember, everything that goes up comes down," Brown said, standing next to a wildly fluctuating revenue chart from earlier budgets. "Everybody thinks when we're up here, it's all wonderful," Brown told reporters. "That's what they thought before the dotcom [ Most of the spending increases came from political decisions made earlier, like an extra $1.4 billion to cover the Medi-Cal expansion mandated by the federal Affordable Care Act; or capand-trade greenhouse emissions revenue distributed by a spending formula Brown worked out previously with the Democrats in the state legislature; or supplementary funding to the University of California and California State University systems to buy-out tuition increases, also previously negotiated.
But the governor insisted repeatedly that several years of rising tax revenue, including volatile capital gains taxes, did not justify significant social spending increases. "This is not a candy store where you can pick out whatever you want," Brown said. "You've got to choose, and that's what we're going to do." 9 lack of affordable housing throughout California, Brown "hemmed and hawed for a moment before replying, 'Not much. '" 27 As they have throughout Brown's second stint in office (and often in his first during the 1970s and '80s), legislative Democrats disagreed with the governor's fiscal stinginess, particularly with social spending. "While I appreciate the governor's continued conservative approach reflected in his budget, we must discuss the needs of Californians still impacted by the deep cuts of the recession," State Senator Mark Leno (D-San Francisco) replied in a statement.
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Senate President Pro Tem de Leon echoed Leno's sentiments. "We still have to take a closer look at strengthening our health care system for the poor and developmentally disabled that has been starved for far too long," he said in a statement.
29
"A laundry list of critical needs" remains, said outgoing Assembly Speaker Toni Atkins (D-San Diego).
30
Liberal advocates also complained there was no proposed increase to CalWORKS, the state's main welfare program. Yet the governor proposed the first cost-of-living increase to the aged, blind, and disabled in 10 years. His budget also set aside half a billion for deferred maintenance at state facilities, including to renovate a number of state government buildings. When asked by reporters if that money could be better spent on California's poor than on state buildings, Brown argued that "maintenance is not dramatic," but still a necessity. "There's always a temptation to let the roof deteriorate while you take a vacation, send the kids to college, and go out to dinner," the governor added. 31 Many Republicans largely supported the governor's cautious approach. "He is admonishing his Democratic colleagues to be restrained and prudent," said Senator Jim Nielsen (R-Gerber), "and that's where we need to be." 32 But Republicans also had their eyes on the state's budget surplus too. "The backbone of California's economic engine, agriculture and reliable energy, is suffering," Senate Minority Leader Jean Fuller (R-Bakersfield) said. "Furthermore, we can't take our roads and water delivery system for granted and must address these fundamental needs that are in distress." 33 The largest area of partisan disagreement lies with revamping the tax on managed care organizations. As previously mentioned, any tax increase requires a two-thirds supermajority, making the largely irrelevant minority Republicans suddenly important again. California's current health care tax had run afoul of the federal regulations, and unless replaced, the state would forfeit some of its federal matching funds for Medi-Cal, leaving the state to cover the $1.1 billion gap. Brown proposed to broaden the tax, and then match it with various tax breaks for the health industry.
The governor believed that would both satisfy the federal government while also saving California health insurance companies approximately $90 million per year. Admitting he was still negotiating the details with the insurance companies, Brown hoped to eventually sell the plan as 27 When asked by reporters for details, the governor shrugged them off. "It's extremely complex," he responded. "Very few people understand it, so I'm not going to try to explain it to you because I couldn't explain it to you if I wanted to." 36 During his budget press conference, Brown was inundated with questions about his positions on the plethora of initiatives gathering signatures for the Fall 2016 ballot. Many of the measures involved budgetary matters, including extending the temporary income tax increases successfully championed by Brown as Proposition 30 in 2012. Many of them did not, including two proposed ballot measures regarding legalizing marijuana and gun control. Brown remained largely noncommittal. "All I would say is, don't smoke marijuana when you're using your gun," the governor dryly told reporters.
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"It's a clear signal he wants to negotiate with the legislature rather than see these issues on the ballot-that's always been his preferred approach and where he's had the most success," said Steve Maviglio, a Democratic strategist who served as spokesman for former Democratic Governor Gray Davis. "To have a popular governor oppose your ballot measure is never a place where you want to be."
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And the governor prefers to negotiate with the legislature, because one of Brown's secret weapons in his budget fight the past few years is projecting tax revenues downward, minimizing the size of the future budget and thereby fiscally neutralizing requests to increase state spending. It's something we have discussed in our previous budget analyses during this rare stretch of California budget surpluses, and something California political journalist John Myers noted during the last budget cycle in June 2015.
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As we noted in last year's budget analysis, Myers pointed out that Brown used the governor's lower revenue estimates to dampen demand for greater social spending from the legislature.
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"It's wonky and it's technical," said Chris Hoene, executive director of the California Budget and Policy Center. "But the biggest decision is being made right out of the gates, and a lot of people are being left behind." Liberal critics like Hoene accuse the governor of using conservative forecasts to avoid restoring social spending cuts enacted during the recession. "It's sort of galling," Hoene told Myers during this budget cycle, "that people who took cuts during the recession are still being told, ' During his past five budgets, Brown has refused to negotiate the budget's size with legislators, forcing lawmakers to abandon their own larger estimates. "He has been very insistent," said Senator Mark Leno (D-San Francisco), longtime chairman of the Senate's budget committee. Even when the state's budget eventually emerges larger than Brown first projected, the governor, Myers reported, "successfully branded" that increase as an anomaly, not a trend. "We're talking about the most experienced governor," acknowledged Leno. "He knows how to use the powers that the constitution affords him, and use them well."
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Over the past three years, the LAO predicted tax revenues higher than Brown's estimates. And over the past three years, the legislative analyst has been more accurate. And yet each year, enacted budgets used the governor's lower revenues. 43 And right on cue, the California's Legislative Analyst called Brown's 2016-17 budget proposal "prudent," but argued the governor once again may have underestimated revenue. The LAO felt Brown's estimates for local property taxes were about $1 billion too low, but the agency supported the governor's priority of boosting the state's reserve fund. "We believe this general approach is prudent as a large budget reserve is the key to weathering the next recession with minimal disruption to public programs," the LAO reported. While California has enjoyed "remarkable economic growth over the past year," the LAO acknowledged, the state "may be reaching the peak of a long economic expansion." 
Health & Human Services
In Governor Brown's 2016-2017 budget proposal, funding for health and human services would decline to $136 billion, from $140.1 billion the year before, although the General Fund's contribution would rise to $34 billion from $31.9 billion the year before.
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Higher Education
The proposed 2016-2017 budget would continue to restore funding to the University of California and California State systems that had been lost during the Great Recession. Overall, the 42 Ibid. 43 Ibid. 44 Proposition 47 changed the law to allow reduced sentences for those convicted of certain nonviolent drug and property crimes. However, Brown argued that the additional money was 48 Ibid. 49 Ibid. 50 The LAO also accused Brown of underestimating the overall savings from Proposition 47, arguing it should be about $100 million more than Brown and the Department of Finance estimated. Prop 47 savings must be used for mental health, drug treatment, and victim services programs. 
State of the State
Later in January, a few weeks after introducing his budget, Brown gave his annual State of the State address and urged the legislature to continue fiscal restraint. The governor painted the world as "profoundly uncertain" and argued California's budget needed a strong emergency fund to cushion its heavy reliance on volatile income and capital gains taxes. "If we are to minimize the zigzag of spend, cut, spend that this tax system inevitably produces," he said, "We must build a very large reserve." His 20-minute address was so tightly focused on the budget that one political insider said, "It looks like somebody switched his budget address with his State of the State text." 55 Brown said little about his two large pet infrastructure projects, California's high-speed rail initiative or the twin tunnel plan to divert water around the San Joaquin Delta to 30 central and southern California farms and cities. In contrast, last year Brown pushed a plan to cut petroleum use in vehicles by as much as one-half within 15 years. But the plan died in the legislature due to opposition from the oil lobby and the defection of moderate Democrats in the Assembly.
As usual, the state's legislative leadership responded to Brown's budget proposals with guarded optimism, but also noted differences in legislative fiscal priorities. Senate President Pro Tem de León praised Brown's focus on fiscal stability, but also told reporters, "We've got to make certain investments in the long run that will lift people out of poverty so they can become income earners and contribute to the state coffers." Assembly Speaker Atkins noted that Brown "typically emphasizes austerity," but responded, "The Assembly's responsible approach to budgeting allows us to consider posterity, too." 56 Brown jokingly acknowledged during his speech both his desire to stay as governor yet also the reality of term limits that forces him to leave office in early 2019. "Three more years to go," the governor said. "That is, unless I take my surplus campaign funds and put a ballot initiative on the November ballot to allow four-term governors to seek a final, fifth term!" Throughout his 52 Ibid. 53 14 speech, Brown continued his theme of restraint, telling the audience, "The challenge is to solve today's problems without making those of tomorrow even worse."
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Only toward the end of the speech did Brown briefly let a loftier note slip in: "We dare to do," he said, "what others only dream of." Largely ignored by the California press, it caught the eye of a Newsweek reporter, who glowingly called it "an allusion to the fact that California is not only special but exceptional, a nation unto itself, the end point of Manifest Destiny, the golden place at the end of the land, the Bear Flag Republic in comparison to which all other states are mere cubs."
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The Legislature Reaches a Compromise on the Health Care Tax
In late February, California's legislature approved the $1.1 billion replacement health insurance tax, more than a year after Brown first proposed a revision to avoid losing federal matching funds for the state's Medi-Cal program. The final deal required some Republican support, and a few Republican legislators eventually agreed to vote for the tax in exchange for various demands, primarily additional funding for autism and other developmental disabilities. The replacement health tax also included comparable tax offsets for the health insurance companies, negating the need to increase health premiums to consumers. Brown signed the tax and accompanying legislation into law the following day.
Assembly Minority Leader Chad Mayes (R-Inland Empire) called the compromise "good public policy" and said he trusted that the health insurance carriers will not use the increased taxes as an excuse to raise rates. The Howard Jarvis Taxpayers Association was neutral on the bill, while the Chamber of Commerce was in favor. A majority of Republicans still voted no in each chamber, however, opposing any new tax increase. Senator Jeff Stone (R-Inland Empire), whose granddaughter has been diagnosed with autism, also found the linkage between the tax and additional funding for developmental disability support "offensive." "Is there anything written in this bill that would codify the fact there would be no increases to any citizens of California? No," Stone said. "The bottom line is the consumer will get hurt with this bill." 59 Only two Republican senators and 11 Republican assembly members voted for the tax, and most political observers doubt any Republican lawmaker will support another tax increase anytime soon. The Republican base in California is rabidly antitax, and the state is littered with former California Republican politicians thrown out of office for supporting any tax increase, for any reason. Not surprisingly then, legislative Republicans solidly rejected any attempts by Brown and the Democrats to increase fuel or transportation taxes to pay for infrastructure and road repair. "I'm not even going to have a conversation about that," Mayes told the Los Angeles Times. 
Minimum Wage Compromise Reached
In January, California's minimum wage rose to $10 an hour, the highest in the country. Brown budgeted $250 million in his January budget to pay for the increase. Several labor unions and other liberal groups wanted to raise the wage to $15, however, circulating petitions to place their various measures on the November ballot. But the governor cautioned against the increase, which would cost the state $4 billion annually by 2021. "Raising the minimum wage can be good, but it has to be done very carefully," Brown said at his budget press conference. "It has to take into account what other programs can be cut to finance it. Or what taxes are going to be generated to pay for it." 61 "These are all good things," Brown continued, "but too many goods too quickly become bad." 62 Yet in late May, a deal was reached between Brown, lawmakers, and labor unions. California would gradually raise its minimum wage to $15 an hour by 2022, averting a costly ballot campaign and a nasty fight among Democrats and liberal groups. Small business would get an extra year to implement the wage increase, and future minimum wage increases would be tied to inflation. An estimated 5.6 million people would see their wages rise, or one-in-three California workers. California would keep the highest state minimum wage in the country, although several other states and cities are in the process of adopting the $15 standard. "I'm hoping that what happens in California will not stay in California, but spread all across the country," Brown said a news conference, surrounded by Democrats and labor union leaders. "It's a matter of economic justice. It makes sense." 63 The governor compromised and went along with an increase because statewide polls showed raising the minimum wage was popular with voters. Just a week before, labor unions qualified one of two ballot initiatives for the November ballot. New state rules allow proponents to withdraw their initiative if the legislature and governor pass similar legislation. Unions didn't like the slower timetable for the minimum wage to reach $15, but were happy with the overall deal. "This agreement puts a better future in the grasp of average Californians," said Laphonza Butler, president of the statewide council of the Service Employees International Union. 64 Business groups complained about the wage increase and also grumbled that that they were shut out of negotiations. "What it comes down to is we had some late-night deal brokered, unknown, not necessarily all stakeholders in the room," said Ruben Gonzalez, senior advisor for strategic affairs at the Los Angeles Area Chamber of Commerce. "Everyone wants higher wages for folks, but if you can only raise prices so much . . . you're going to be forced to cut hours, cut employees, change your business model, and frankly, automate." 65 Brown acknowledged business concerns but noted the proposed initiatives would have risen the wage even quicker to $15, while his plan allows the governor to temporarily suspend the increase in case of a recession. "Given the fact there's a more far-reaching $15 minimum wage on the ballot already that can be taken off if this measure passes, I think there will be very few busi- 16 nesspeople who lobby against this bill because it would just be cutting their own throat," he said.
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The legislature quickly passed the compromise on a partisan vote and Brown signed it into law a few days later. All but two Assembly Democrats voted for the increase and not a single Republican legislator voted yes.
The governor acknowledged the ongoing academic debate on the effectiveness of raising minimum wages at the bill's signing ceremony in Los Angeles. "Economically, minimum wages may not make sense." But Brown said work is "not just an economic equation," calling labor "part of living in a moral community."
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May Revise
Tax collections in April fell more than $1 billion short of projections, casting a pall over the governor's May budget revise. Brown announced a revised $122.2 billion general fund spending plan, $400 million less than January. The state would avoid spending cuts by transferring less money into the rainy-day reserve than initially proposed in January. While the general fund would still rise more than $400 million over the previous fiscal year, Brown continued his mantra of fiscal restraint. "The surging tide of revenue is beginning to turn, as it always does. That's why it's prudent and best that we prepare for a time of necessity," the governor cautioned. 68 "In any scenario, there are no halcyon days ahead," Brown said. 69 The governor also invoked Aesop's fable of the ant and the grasshopper. "The notion is when you're in the late summer, you should remember winter's coming down the road," a smiling Brown told reporters, giving out copies of the story. 70 consultant and former president of the Howard Jarvis Taxpayers Association who campaigned against the taxes in 2012. 72 Back to the May revise, Assembly Minority Leader Mayes and legislative Republicans supported the governor's fiscal restraint, urging the state to focus on one-time spending projects and putting additional revenue into the state's rainy-day fund. "Saving for the future and addressing more than $200 billion of existing budgetary debts and unfunded liabilities is the right thing to do," Mayes said in a statement. 73 In contrast, legislative Democrats wanted to increase spending on child care and eliminate the 1994 rule that limited families on welfare from receiving additional governmental funding if they had another child. "Given the unacceptably high number of Californians living in poverty, we must make targeted reinvestments in education, health, and social service programs that help lift up the most vulnerable residents of our state," said Sen. Mark Leno (D-San Francisco), chair of the Senate budget committee. Brown was asked by a reporter why he didn't spend more on child care, a demand of the Legislative Women's Caucus. "Child care has been rising in these budgets every year," he responded. "It's a matter of priorities. 
Final Negotiations
In early June, Brown and the legislature reached a budget agreement, with legislative Democrats getting $100 million more for child care and a repeal of the child limitation welfare rule. In exchange, the governor was able to keep his $2 billion additional deposit into the rainy-day reserve. Talks continued on how to parcel out the remaining unallocated revenue generated by the cap-and-trade program. "We have a lot to be proud of," said Assemblyman Phil Ting (D-San Francisco), chair of the Assembly Budget Committee, as the budget conference committee met. The budget plan also included $1.3 billion of Brown's proposed $1.5 billion to fund three state office buildings in Sacramento, including a potential revision to the state Capitol.
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The additional spending on child care will eventually grow to more than a half billion in a few years, in part due to the increase of the minimum wage. "An investment in child care is prudent, keeps children learning and parents working and prevents costly academic interventions later on," said Senator Hannah-Beth Jackson (D-Santa Barbara), chair of the California Legislative Women's Caucus. 80 Although largely pleased with the budget, Senate Budget Chair Mark Leno (D-San Francisco) argued Democrats could prepare for an eventual recession or economic downturn while also increasing social spending. Leno pointed to the $8 billion that will sit in the rainy-day fund after the end of 2016-17 fiscal year. "In the 14 years I've been here in Sacramento, I've never experienced our being as prepared for a downturn as we currently are," he said.
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A Budget Is Signed
The legislature passed a $122.5 General Fund budget less than a week later with Republican Senator Anthony Cannella (Ceres) the only Republican in either house to vote yes, calling it "a good budget." He admitted, "It's got lots of things that my district needs that I fought to get in there." Other Republicans criticized the new spending, warning of future budget imbalances. "My biggest concern is the level of state spending," said Assemblyman Jay Obernolte (R-Big Bear Lake), who added later in a statement that "unsustainable higher expenditure levels that will inevitably trigger another budget crisis." 82 Legislative Democrats were ultimately satisfied with the compromise worked out with Brown. "We pushed hard to make sure we make investments in the most vulnerable communities in California," de León said. The budget reserves help ensure "that no matter what happens, we'll be in a good place," noted Assembly Speaker Anthony Rendon (D-Lakewood). Brown tweeted his approval Wednesday evening: "Good work from the state legislature: we're building reserves and investing in CA." In the U.S. Senate race, California Attorney General Kamala Harris (D) easily defeated U.S. Congresswoman Loretta Sanchez (D), 61.6 percent-38.4 percent. Filling the seat of retiring U.S. Senator Barbara Boxer (D), Harris carried every county in the state except for Glenn in the north and Imperial in the south. Owing to California's "top two" primary system, both Harris and Sanchez advanced to the general election because they were the top two vote-getters in the primary, despite the fact they are both Democrats. Harris won 39.9 percent of the primary vote to Sanchez's 18.9 percent. No Republican candidate was able to win more than 7.8 percent of the vote.
In U.S. House elections, Democrats maintained their 39-14 advantage in California's congressional delegation. In two races of note, incumbent Democrat Ami Bera was able to hold off Republican Scott Jones in the 7th congressional district. Meanwhile, in the 49th congressional district, Democrat Doug Applegate fell short of unseating incumbent Republican Darrell Issa.
The 7th District, comprising the eastern suburbs of Sacramento, is one of the most competitive congressional districts in the country. Bera first won his seat in 2012 over incumbent Republican Dan Lungren by slightly over 9,000 votes. The 2014 race was even closer, with Bera barely holding on over Republican challenger Doug Ose by less than 1,500 votes. This time Bera had a slightly more comfortable win of 7,000 votes over Jones. Still, this was the smallest margin of victory for any House Democrat in the state.
